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Mr. Cannon. Mr. Fields, I was very much surprised to read in this 
morning’s newspaper that the President has instructed all members of 
his cabinet to reduce expenditures in their several departments suf- 
ficiently to come within the budget for the fiscal year, 1957. The 
President gave us this budget—I was very much surprised when he 
gave us this largest peacetime budget in the history of the country. 
The committee immediately called “all those who might be expected 
to know about it and asked thesis if they could reduce it, if it was not 
too much, too large a budget, nearly $72 billion in expenditures. All 
of them, without exception, told us they could not reduce it a dollar. 

We even asked the President. Congress went to the extraordinary 
length of formally passing a resolution asking the President if he 
could indicate some place in this budget where a reduction could be 
made and economies put into effect. He had no substantial suggestions 
for effective retrenchment. 

Now, suddenly, after we have practically finished the hearings and 
representatives of the several departments have insisted that they 
needed every dollar of the budget and that there could be no redue- 
tion, the President is reported this morning as instructing that all of 
his cabinet, the heads of all his departments, see to it that they stay 
within last year’s smaller budget. Not the budget he sent down to 
us in January—on which we have been working ever since the Con- 
gress convened, but last year’s budget. 

It seems incredible but that is the statement in the press this morn- 
ing. I hope the press statement is true. We have been insisting all 
along that the Government is spending entirely too much money, that 
this large budget is not necessary, that it is too high, and should be 
reduced—should never have been sent down in the first place. So it is 
rather gratifying to me solely on account of my conviction that Gov- 
ernment expenditures are running away at such an unbridled rate 
that unless some step is taken within the very near future we are on 
the verge of even worse inflation and disaster that invariably follows 
spending more than our income. 

We have not really balanced the budget because the money that has 
been used to pay these added expenses is the product of war-time taxes 
which ought not to be levied in time of peace—the war has been over 
for years and we are still paying war-time taxes invoked only to sup- 
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port a campaign in the field—as long as we are spending war tax money 
we are not balancing the budget. 

I would like very speedily to get back to where we can discontinue 
war-time taxes and live on current peace-time revenue. I say 
emphatically, not on any partisan ground whatever but only because 
I feel that any sensible businessman and the average American citizen 
would want us to reduce Government expenditures. We ought to 
begin a systematic reduction of the national debt, and take some 
means to stop this runaway inflation under which the cost of living 
is rising every day and the buying power of the dollar is decreasing 
every day. 

Mr. Taser. Would the gentleman yield? 

Mr. Cannon. Yes. The gentleman from New York, Mr. Taber. 

Mr. Taper. I am wondering, in view of what the Chairman has 
just said, if General Fields and the other gentlemen here could put 
their finger on some items that under this edict of the President should 
be reduced so that perhaps we might be able to pinpoint something 
on these items. 

Mr. Cannon. I think that is a very timely suggestion. The gentle- 
man is eminently correct. In line with what Mr. Taber has said, I 
would like to read this excerpt: “Budget Director Percival F. 
Brundage has told”—and I judge from the context that he has issued 
written instructions—Mr. Brundage “has told the department secre- 
taries that they must take ‘positive action’ ”, and that is in quotations, 

“positive action” in keeping their expenses “at or below the level for 
fiscal year 1957.” That is the most astonishing thing I have ever 
heard of after the submission of this top-heavy budget and after all 
the testimony we have heard here. 

As the gentleman from New York has suggested, I would like to 
ask, Mr. Fields, have you had instructions from the President or from 
the Chairman of your Commission or from Mr. Brundage to reduce 
these budget figures and to keep within last year’s budget ¢ 

Mr. Fretps. The word that we have, as I understand it, is to the 
effect that when we come up for the fiscal year 1958 apportionment 
of funds, which we would do following the approval of the budget— 
we do not know how it applies to us specifically as yet, Mr. Chairman— 
that we would have to justify any expenditures that would be over 
the 1957 rate. 

Mr. Cannon. Now when did you get that instruction ? 

Mr. Frerps. I don’t recall. 

Mr. McCarrny. I believe it was about two weeks ago, Mr. Chair- 
man, that we received the letter from the Director of the Bureau 
of the Budget. 

Mr. Cannon. Will you insert that letter into the record ? 

Mr. Fretps. I don’t have the letter with me, sir. 

Mr. Cannon. You may supply that when your testimony comes to 
you. Please insert that letter in the record. 

(Letter referred to follows:) 
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[Limited to official U. 8S. Government use] 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25, D. C., June 28, 1957. 

My Dear Mr. Strauss: The President has requested that all agencies in the 
executive branch keep the rates of commitments, obligations, and expenditures 
for fiscal year 1958 at or below the level for the fiscal year 1957, to the extent 
feasible, and that I inform you of the necessary procedures for achieving this 
purpose. This task can best be accomplished by positive action on the part of 
each agency head. The apportionment and allotment system offers an existing 
administrative channel for each agency head to accomplish these purposes. 
Therefore, appropriate action along these lines should be reflected in the initial 
request for apportionment for 1958 appropriations and in requests for subsequent 
revisions of apportionments, as well as in allotment action within the agency, 
following these guidelines : 

1. As a general rule, requests for apportionment and the allotments of funds 
shall be based upon holding obligations to absolute minimum levels. In most 
eases direct obligations should not rise above the level for the fiscal year 1957. 
Exceptions may be made with respect to that portion of appropriations which 
is for cash payments not controllable by administrative action (certain grants, 
annuities, indemnities, insurance losses, etc.), and with respect to uncontrollable 
workload and new legislation specifically endorsed as a part of the President’s 
program. In any case where special circumstances (including those referred to 
above) prevent the agency from operating at or below the 1957 levels, the 
agency head shall submit a statement of reasons therefor to accompany the 
apportionment requests. For all appropriations, however, there should be a 
critical analysis of all activities, and advantage should be taken of every pos- 
sibility for reductions; apportionments in all cases should be consistent with 
“allowable” sums being used in planning the 1959 budget. The sums available 
in excess of minimum needs will be placed in reserves for contingencies. 

2. In the case of those appropriations that are for major capital outlay and 
development—construction, procurement, research, etc.—the requests for appor- 
tionment and the allotments should reflect the postponement of a significant part 
of the obligations planned in the Budget for 1958. 

3. In general, separate quarterly apportionments and allotments will be made 
for object class “01 Personal Services.” Exceptions will be made on a selective 
basis where regular apportionments and allotments, or other administrative 
arrangements, will effectively control the numbers of personnel. 

4. Apportionments and allotments shall be revised throughout the year to pro- 
vide for additional savings. After the close of each of the first three quarters, 
subsequent apportionments and allotments for operating programs will be re- 
viewed in the light of program progress and costs, and action taken wherever 
possible, both to reserve unobligated balances remaining from the quarter just 
closed and to adjust subsequent quarters’ figures to take into account lower 
rates of obligations actually achieved in the preceding period. Also, those sav- 
ings which are made a matter of record in public statements on the basis of 
agency claims of such savings will be specifically identified and reserved. 

Sincerely yours, 

[Ss] PERCIVAL BRUNDAGE, 
Director. 
Hon. Lewis L. Strauss 
Chairman, U. 8S. Atomic Energy Commission, 
Washington 25, D.C. 


Mr. McCarruy. The letter, as I recall, Mr. Chairman, trying to 
remember its contents, stated that in sending for apportionment 
requests for the fiscal year 1958 that consideration would be given to 
holding to current lev els wherever possible. As I recall, it indicated 
that in the review of apportionments this would be one of the guiding 
criteria. My own feeling was that it was a general letter—we ‘did not 
know how it applied to us because we had not yet come forward with 
apportionments and did not know the details of them. 
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Mr. Cannon. Of course, you realize in what an embarrassing 
position this puts the Congr ess, and especially this committee. Here 
we have gone ahead and held extensive and exhaustive hearings and 
after being told that they must have the amount in the budget, that 
there must be no reduction, that they cannot cut a dollar, that they don’t 
know where savings can be made; then after we have gone ahead and 
taken action here, the executive comes along and reduces expenditures, 
and leaves us in a position where we look absurdly extravagant. 

Mr. Taser. I do not feel that way, Mr. Chairman. It looks to me 
as if we had accomplished certain reductions and that the President 
has found out that a good many of the departments, most of them, 
were going in the hole, and he and the Budget Director have felt they 
did not want to be in trouble for violating the anti-deficiency act. 

That is the situation that I feel the President is in. 

Mr. Cannon. Why did not the President notify us? This letter 
is two weeks old. Why should not the President notify us and permit 
us to act upon his real recommendation? If he has discovered he can 
run the government on less money, why doesn’t he send down a smaller 
estimate ? 

Mr. Rapavutr. Why did they not say something about it until after 
it was two weeks old ? 

Mr. Cannon. His instructions evidently have been secret. This 
seems to bea leak. This is the first any member on this committee has 
heard of it. 

Mr. Taser. If I was in the Chairman’s position, I would feel com- 
plimented rather than disturbed about the fact that they have gone 
along and arranged to help hold down expenditures. 

Mr. Cannon. I do not feel complimented at all when the Bureau of 
the Budget comes down here and permits us under pressure of errone- 
ous information to appropriate more money than is needed. When 
they say they need this and they do not need it, it is erroneous infor- 
mation. Then later they can say to the country “The Committee on 
Appropriations appropriated too much money, they appropriated 
more money than was necessary so we are going to reduce the amount 
and save what they wanted to waste.” 

Mr. Taser. I do not know what the future conference with the 
Senate will produce, but it looks to me as if the appropriations are 
down pretty well to last year’s level. 

Mr. Cannon. That is due to the work of this committee and the 
Congress. 

Mr. Taner. I agree with that, there is no question about that. The 
fact that they are going to comply with the decision of the Congress 
I regard as a compliment to the committee. 

Mr. Cannon. It certainly would have a very unhappy reaction in 
the country if they could say Congress went ahead = appropriated 
all this money and the departments had to come in here and save 
the Treasury. 

Mr. Razavt. Mr. Chairman, we have regular procedures to go by 
here. The procedure is for the Members of the Congress to consider 
what is sent up here by the Bureau of the Budget, which is the Presi- 
dent’s agency. The budget this year, as you said originally, was 
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the highest peacetime budget of all time. But Congress viewed the 
budget with alarm. The Appropriations Committee particularly 
viewed it with alarm, and as a result of the alarm we had we sent for 
both the Director of the Budget and the Secretary of the ‘Treasury. 
We told them when they came here that “You people have had this 
before you for months”—and I remember very well when you held 
a full committee hearing and I know Mr. Taber said 
“Tf you do not want to tell us where you think it can be cut, will you 
at, least indicate to us where the soft spots are.” They both said the 
same thing, “We don’t know of any.’ 

That was their defense of their high budget right before our 
committee. 

Now at this late date, when the Congress is really over the 
end of the whole fiscal year, they come along with a statement like 
this, that we should get back to the 1957 budget figures, which were 
not the budget figures which were presented to us this year—it surely 
comes as a great surprise. But we had anticipated their errors. 
Take, for instance, in the Public Works figure, where we are below 
the 1957 figures. In the other subcommittee that I am very active 
in, the District of Columbia, we are below the 1957 figures, and there 
are several others here that are below the 1957 figures. 

I cannot enumerate them at this time. 

We had anticipated the errors of the budget as sent to us this 
year. I think there is some consolation to the Congress, that the 
Appropriations Committee and the Congress can take. I think, 
further, this comes in pretty poor taste after they said they did not 
know a single place oka re it could be cut and they could not even 
indicate a soft spot. 

Mr. Cannon. The gentleman has stated the situation exactly as it 
is. Apparently this letter was not intended to be made public. The 
press apparently got hold of this from some obscure source. The 
gentlemen who are appearing before us here this morning would not 
have made any statement, would not have given us any information, 
about the letter received two weeks ago. They had not said a word 
about it and they did not intend to say a word about it. It strikes 
me as a most astonishing procedure. 

Mr. Taser. It looks to me like they were simply complying with 
what the Congress had done. 

Mr. Cannon. They were trying to get the Congress to appropriate 
more money than they needed. 

Mr. Evins. Will the Chairman yield ? 

Mr. Cannon. Mr. Evins. 

Mr. Evins. I was going to say in another of the subcommittees that 
I served on the committee appropriated the 1957 budget plus contribu- 
tions to the retirement fund, allowed the agencies to ‘have such money 
as is required for the contributions to the retirement fund because of 
the new law, and held the appropriation to the line of last year 

I wonder, in view of this instruction from the Bureau of the Budget, 
whether or not at this date, General Fields, you can tell us whether or 


not your agency can operate on that basis, the funds of last year plus 
contributions to the retirement fund. 
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Mr. Cannon. Now, General, you have been before us several days 
and you have told us you needed the amount requested in the budget. 
You have given us no intimation that you had instructions to use 
less than the amount you are asking us to appropriate. 

In view of this letter which you reluctantly produce here this 
morning, I would like to ask you if you know of any reason why 
we should give you more than the 1957 budget ? 

Mr. Fretps. Mr. Chairman, as I recall the letter, its application 
was in those cases where appropriate and possible to hold to the 
1957 expenditures. Our budget here is based on the production of 
weapons on the basis of military requirements established, and 
unless those requirements are changed I do not see how we can hold 
to the 1957 level. 

This would be the way we would be going back to the Bureau of 
the Budget in our apportionment request. 

Now, this is the basis on which we have been proceeding. I do not 
know that I can indicate what the change would be. This is a subject 
where I and the staff are operating within the policies and the require- 
ments that are given to us and we have prepared this budget on that 
basis. 

Until the military requirements are changed, we have these 
items such as we went through yesterday on the raw materials and 
the deliveries that are going up markedly; we have a production of 
special nuclear materials which is at about the same level of last year, 
the total dollars in that program. 

I think it was $7 million more we were asking for in fiscal year 1958 
over fiscal year 1957 in that program. 

The weapons program goes up markedly, 130-some-million dollars 
in the fabrication of weapons. 

Now, unless those weapons programs are changed, the deliveries, we 
could not operate within the fiscal 1957 budget ceiling. 

Mr. Cannon. But you have been instructed to do it. 

Mr. Firexips. No, sir. 

Mr. Cannon. And if you exercised this control, you could live within 
the 1957 budget, could you not ? 

Mr. Frevps. If the military requirements were changed; yes, sir. 
presume it could be done. It would mean the closing down of quite 
a number of plants, or something of that nature. 

Mr. Cannon. Perhaps they should be closed down. Here is what 
Mr. Brundage says. He says: 

They must take “positive action.” 

Those are his words. Itis mandatory. 

You have no option. You are to cut to or below the 1957 budget. 

Evidently Mr. Brundage thinks there are instances in which you can 
go even lower than the 1957 budget, and I agree with him, and I 
believe everybody who has heard the testimony all these months thinks 
you can, in many instances, go below the 1957 budget. 

Then he not only gives these emphatic and preemptory instructions, 
but he says if there are any instances where you are doubtful about it, 
you shall justify it to him. 

Mr. Brundage does not say justify it to this committee. He says, 
“Justify it to me.” 
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Now, I want to ask you again, if we give you the 1957 budget which, 
as the Director of the Budget intimates, in some instances is more 
than you need, if we give you the 1957 appropriation what would be 
the situation in your agency ¢ 

Mr. Frexps. Mr. Chairman, first let me say that I have not con- 
strued this letter to be mandator y on us so that we do have a leeway to 
argue, and I assure you we would argue strongly with Mr. Brundage. 

Mr. Ranavr. He is the same man who said it could not be cut when 
he was up here. 

Mr. Cannon. He came down here personally and told us he could 
not cut a dollar of it. 

Mr. Ranaut. He could not even indicate a place where it could be 
cut. 

Mr. Fieips. May I attempt to answer the question, sir? 

It would drastically curtail the number of weapons that we have 
projected to be produced here on the basis of requirements that have 
been laid out to us. 

Mr. Cannon. Have youtold Mr. Brundage that ? 

Mr. Frevps. We have not gone up in this process yet to Mr. 
a” ge 

Mr. Cannon. You have had 2 weeks. 

Mr. Fieips. We would not go up for our apportionment, sir, until 
the budget was passed. He knows, in fact, just as well as we do, that 
our badiget is based on military requirements, the primary part of this. 

Mr. Cannon. You received this letter 2 weeks ago. You knew you 
would be required to come down here to attempt to justify these ex- 
penditures. Why upon receipt of this letter did you not immediately 
goto Mr. Brundage / 

Mr. Rapavur. If they still have to go back to Mr. Brundage before 
the Congress can sensibly act on this, why do we not adjourn the hear- 
ing and let them go back to Mr. Brundage ? 

Mr. Cannon. That is logical. 

Mr. Ranaut. If they are going to make the decision over there and 
take away from the powers of Congress, let them go to Mr. Brundage. 

Mr. Fenton. Mr. Chairman. 

Mr. Cannon. The gentleman from Pennsylvania. 

Mr. Fenton. I have not seen that article. I wonder whether or not 
you could tell us what paper that article is in, sir ? 

Mr. Rasavr. This is in the Washington Post and Times Herald this 
morning under double headlines: “U.S. Costs Cut to the 1957 Level.’ 

That letter has been out about 2 weeks and it has just been discovered 
by the press. It has never been presented to the committee here. The 
committee never heard a thing about it. It was not intended to be 
presented to the committee. 

Mr. Cannon. The letter repudiates the 1958 budget. The 1957 
budget has not been transmitted to the House. So there are no firm 
estimates before the committee and nothing on which to predicate an 
appropriation. ‘There seems to be nothing further we can do this 
morning. 

Without objection, the committee stands adjourned. 

(Thereupon, at 10:45 a. m., the subcommittee was recessed, to re- 
convene subject to the call of the Chair.) 
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